












































  

 March 31, 2006 
 
 
To the Board of Trustees 
Helen Newberry Joy Hospital 

Dear Board Members:  

In planning and performing our audit of the financial statements of Helen Newberry Joy Hospital for 
the year ended December 31, 2005, we considered the Hospital's internal control in order to 
determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide assurance on the internal control.  However, we noted  a certain 
matter involving the internal control and its operation that we consider to be a reportable condition 
under standards established by the American Institute of Certified Public Accountants.  Reportable 
conditions involve matters coming to our attention relating to significant deficiencies in the design or 
operation of the internal control that, in our judgment, could adversely affect the Hospital's ability to 
record, process, summarize, and report financial data consistent with the assertions of management 
in the financial statements.  This report also contains our observations, comments, and other items 
we feel warrant your consideration.  All items are presented for your consideration on attachments 
as outlined below. 

Reportable Conditions 

Posting Variances  

At December 31, 2005, the Hospital had a significant number of unreconciled transactions that 
related mainly to balance sheet activity related to third-party clearing accounts.  It appeared that the 
majority of this variance was due to error in the transaction codes related to clearing of patient 
accounts paid by third-party payors.   Subsequent to year end, management was able to reconcile 
the majority of this variance and a correcting entry was posted.   
 
Posting discrepancies often happen during a system conversion.  We understand that the transaction 
codes that generated these variances have been corrected. 
 
We recommend this account be reviewed on a monthly basis and new variances be reviewed and 
corrected on a timely basis. 
 
Legal Investments under Public Act 20 of 1943 
 
During our testing of investments, we noted the Corporation is invested in certain investments 
which may not be allowable under Public Act 20 of 1943.  We would strongly encourage the 
Corporation to review all current investments to determine if they comply with Public Act 20 of 
1943. 

Other Items 

Physician Receivable 
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Medicare regulations related to transactions between hospitals and nonemployed physicians are 
complex and limit certain types of transactions with physicians, including noninterest-bearing loans 
that could be viewed as an inducement for the physician to refer services to the Hospital.  The 
penalties for violation of these regulations can have significant financial impact on both the Hospital 
and the physician. 
 
We recommend the Hospital review current transactions with physicians and document that 
services are being provided at fair market value and collection policies are reasonable. 

OIG Work Plan 

The 2006 work plan issued by the Office of the Inspector General (OIG) identifies projects that have 
evolved in response to new issues and the shifting priorities of Congress.  OIG spends significant 
resources in the investigation of fraud and misconduct committed against the Medicare and Medicaid 
programs.   

Highlights from the OIG's 2006 work plan include, but are not limited to:  

Critical Access Hospitals - OIG will review hospital cost reports to examine the administrative 
and other costs incurred by critical access hospitals for inpatient and outpatient services for time 
periods both prior and subsequent to their conversion to critical access hospital status. 

Rebates Paid to Hospitals - OIG will determine whether hospitals are properly identifying 
purchase credits as a separate line item in their Medicare cost reports.  This will be done through 
visiting several large vendors and determining the amount of rebates paid to hospitals in a given 
year, and then examining a sample of cost reports to determine if the rebates were properly 
credited. 

Unbundling of Hospital Outpatient Services - OIG will determine the extent to which 
hospitals and other providers are submitting claims for services that should be bundled into 
outpatient services. 
 
"Inpatient Only" Services Performed in an Outpatient Setting - OIG will determine if 
Medicare payments are appropriately denied for "inpatient only" and related services performed 
in an outpatient setting and assess the extent to which Medicare beneficiaries are held liable for 
denied inpatient claims for those services.  They will also assess whether CMS computer edits 
required to implement the outpatient prospective payment system were implemented. 
 
Physicians - Billing Service Companies - OIG will review the relationship between billing 
companies and physicians and other Medicare providers to determine the impact of these 
arrangements on physicians' billings. 
 
Physicians - Payments to Providers for Initial Preventative Physical Examination - 
Section 611 of the Medicare Modernization Act (MMA) provides for coverage of an initial 
preventative physical examination (IPPE) which includes an EKG, measurements of height, 
weight, blood pressure, review of medical and social history, assessment of depression, and 
evaluation of functioning ability for new Medicare beneficiaries effective January 1, 2005.  OIG 
will be evaluating the billing practices to ensure physicians are not claiming higher payment for 
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services they performed in the past with existing patients but new Medicare beneficiaries. 
 
This report is intended solely for the information and use of the board of trustees, management, and 
others within the organization and is not intended to be and should not be used by anyone other 
than these specified parties. 
 
We appreciate the opportunity to be of service to the Hospital.  The cooperation extended to us by 
your staff throughout the audit was greatly appreciated.  Should you wish to discuss any of the items 
included in this report, we would be happy to do so. 
 

Very truly yours, 
 

Plante & Moran, PLLC 
 
 

 
 
Michael A. Baker, CPA 
Partner 




